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Abstract. 

At the present stage of the world economic development, a new economic system is being formed, in which non-economic values, in 
particular environmental and social parameters, have become widespread. A new vision of economic activity is being formed, which 
acquires the qualities of Smart-economy. The purpose of this paper is reveal the features of managing the development of smart cities as 
specific entities of the Smart-economy. New functions of economic entities are formed within the framework of the Smart-economy 
concept, while their role and weight in the localities’ activity or formation have changed. Determining that the key trends in the Smart-
economy development are such as digitalization, greening, socialization, institutionalization, and urbanization, this is necessary to note that 
all these trends are most active in the formation of urban ecosystems. These trends are determined by the general population growth and 
the urban population growth, which requires considerable attention to planning each city’s development itself. Such planning could ensure 
the comfort of living for all its inhabitants, quality, safe, and modern life. The Smart-city’s key elements and the intellectualized approach 
implementation planes to the decision of these or those tasks are definedIt is determined that a new ecosystem of governance is being 
formed.  
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A new milestone at the beginning of the XXI century is 
the emergence of the Smart-economy concept. This 
concept embodies the spread of new smart technologies 
with the goal to manage efficiently economic, social, and 
environmental processes.  A manifestation of modern 
development is the growing attention to social and 
environmental issues. This caused developing a new 
approach to the perception of economic phenomena and 
processes, namely their study as ecosystem elements. The 
key trends in Smart-economy formation, in our opinion, 
are the following: digitalization; greening; socialization; 
institutionalization; urbanization. The selection of the 
latter two is caused by the following circumstances: one 
of the most important problems in the formation of 
intellectualized economy are institutional barriers that 
arise in the process of the economic system transformation 
and modification, transition from resource economy to 
highly developed and high-tech. The main players of 
Smart-economy can be: individual; locality, city; region; 
country; global city. Overcoming the above obstacles 
becomes possible, first of all, at the level of individual 
localities - cities. That is why the urbanization and 
institutionalization processes of all stakeholders’ 
influence on decisions within cities are becoming 
important and distinctive trends today. 

Cities as economic entities, and in addition, global 
economic entities, are gaining high importance in the 

context of urbanization process acceleration. The share of 
urban population is growing steadily, and from the second 
half of the twentieth century, very quickly. In the world, 
the share of urban population has grown from 29.6% in 
1950 to 56.2% in 2020, and is projected to reach 68.4% in 
2050 - more than doubling in a century. The fastest 
growing urban population between 1950 and 2020 was in 
Africa (3.04 arte of growth), Asia (2.92), Latin America 
and the Caribbean (1.97). In Europe and North America, 
the growth rate is not so high, but the share of urban 
population is very high - 74.9% and 82.6% in 2020, 
respectively. Not just the urban population is growing. 
There are trends in both the growing number of cities - 
millionaires, and the total population of cities. According 
to the UN website "World Population Review", in the 
beginning of 2020 the populations of world largest cities 
were: Tokyo (37 mln), Delhi (29,4 mln), Shanghai (26,3 
mln), Sao Paulo (21,9 mln), Mexico (21,7 mln). Most of 
large cities are located in the largest countries in the world 
- China and India. Among European countries, the largest 
cities are Istanbul (14.5 million inhabitants), Moscow 
(more than 12 million), and Paris (more than 11 million) 
(World City Populations, 2021). 

Smart cities are a modern and dynamic phenomenon 
that is rapidly developing and improving, creating new 
forms of communication and implementation of various 
aspects. There is no standard at all; each city develops 

https://mail.ukr.net/desktop#sendmsg/f=to=Eh16FuiDENCDE4Ow9W8N
https://worldpopulationreview.com/world-cities/sao-paulo-population
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based on its capabilities, mental and cultural traditions. At 
the global level, there are leading cities that managed to 
implement key aspects of smart living in their community. 
It is also important that the management of a smart city 
does not remain unchanged. Boyd Cohen, who has been 
researching the problem of smart cities since 2011, 
identifies three stages, three different generations or 
evolutionary phases of smart city development: 

Smart Cities 1.0: A technology-centric vision of smart 
cities, characterized by technology providers encouraging 
cities to apply their solutions, which have not actually 
been equipped to properly understand the implications of 
technological solutions or possible impact on citizens' life 
quality. Smart Cities 1.0 is also the core philosophy of 
most smart city projects proposed worldwide, from 
PlanIT in Portugal to Songdo in South Korea. These 
visions of the future city were driven by private sector 
technology companies, such as Living PlanIT and Cisco. 

Smart Cities 2.0: a government-centric vision with use 
of technology solutions as a means to improve life quality. 
In this generation, the municipality - led by promising 
mayors and city administrators - takes the lead in 
determining the city’s future, implementing smart 
technologies and other innovations. At this stage, city 
administrators are focusing more on technological 
solutions that help improve life quality. A good example 
is Barcelona, which has more than 20 smart city 
programming sites and literally more than 100 active 
smart city projects. 

Smart cities 3.0: a citizen- and human-centric vision 
of smart cities, citizen- or person-centred and based on 
shared creativity. In this model, smart cities use citizen 
co-creation strategies to help manage smarter cities to 
improve the life quality and prosperity of future 
generations. Vancouver has led one of the most ambitious 
joint strategy initiatives, involving 30,000 citizens in co-
sponsoring the Vancouver 2020 Greenest City 2020 
Action Plan, while Vienna attracts citizens as investors in 
local solar power plants as a contribution to the city's 2050 
renewable energy goals (The 3 Generations…; 
Redefining the smart…). 

Thus, the main trend in the development of a smart 
city management system is the involvement of all parties, 
all entities to the management process. This is even called 
the "fourfold spiral" - the involvement and cooperation of 
all stakeholders: between the government, the private 
sector, academia and civil society (especially citizens). 

The targeting of all stakeholders to achieve important 
goals of urban development is a key factor in the success 
of all smart city indicators (Redefining the smart…). 

A smart city is not only the involvement of all 
stakeholders in management, but also the focus of all 
activities (goals, mechanisms, and tools) on human. The 
overall goal is to create and implement a smart city 
solutions ecosystem that produces added value and 
becomes a collective good. In such ecosystem, all 
stakeholders take smart actions: smart people formulate 
smart goals, business joins to their smart implementation; 
the municipality smartly manages all components of 
urban life, operating on the basis of smart environmentally 
and socially oriented development. 

Larger projects are Better Reykjavik, or public 
hackathons, such as the Barcelona CCCB Data Quality 
Datathon, in which people are involved in the formation 
of the urban areas ecosystem, planning, land management 
through forums, platforms and initiatives. This format 
allows the population to directly participate in improving 
the functioning of the residence place, its convenience and 
environmental friendliness, to find new ways and methods 
of management, implementation of ideas. In general, 
initiating some changes from people living in a certain 
area will contribute to the formation of their community 
area, which becomes more economically sound and 
efficient, will promote the formation of a cohesive society, 
reduce distrust in government, government institution, etc. 

The emergence and rapid spread of the smart cities 
phenomenon in the world is a clear example of Smart-
economy formation. The growing attention to this issue in 
world economic science has led to the existence of various 
theoretical approaches to understanding the nature and 
structure of smart cities. World practice provides rich 
experience of smart cities implementation. With it, each 
city is unique, because it develops and creates its history 
based on its capabilities, mental and cultural traditions. 
Nevertheless, the general trend is strengthening the human 
role in the management and implementation of the smart 
city project. This is reflected in the increasing 
involvement of citizens in the processes of urban 
governance, and the forms of this participation are 
becoming more diverse. This situation allows discussing 
the formation of the city’s collective intelligence as an 
effective force for managing its development on the basis 
of environmental friendliness and sustainability. 
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